Suggested Answers

1.

	Cost of control

	Investment in Yuki Limited
	$’M
310
	Share capital

Share premium

Revaluation reserve

Retained profit

Brand name

Goodwill
	$’M
60

31.5

15

100.5

30

73

	
	
	
	


	Consolidated Retained Profit

	Cost of control

Minority interest

Goodwill

Development cost

Amortization of brand name

Depreciation under provided

Unrealized profit on inventory

Balance c/f
	$’M
100.5

52

20

30

3

3.6

1.5

357.9
	Balance b/f

· Holdings

· Subsidiary

Interest receivable

Loss on disposal
	$’M
350

208

6

4.5

	
	
	
	


	Dennis Ltd Group

Consolidated statement of financial position as at 31 March 2009

	ASSETS
	
	
	
	
	$’M

	Non-current assets
	
	
	
	
	

	Property, plant and equipment (420 + 320 + 20 + 4 + 6 – 3.6)

Other investments

Goodwill

Brand name
	
	766.4

55

53

36

	
	
	
	
	
	
	910.4

	Current assets (123 + 91 + 6 – 2)
	
	
	
	
	218

	
	
	
	
	
	

	Total assets
	
	
	
	
	1,128.4

	
	
	
	
	
	

	EQUITY AND LIABILITIES
	
	
	
	
	

	Equity attributable to owners of the parent
	
	
	
	
	

	Ordinary shares of $1 each

Share premium

Revaluation reserve (45 + 4 x 0.75)

Retained profit
	360

120

48

357.9

	Non-controlling interests [(330 + 20 + 4 + 40) x 0.25 – 0.5 + 1.5 – 10 – 1]
	885.9

88.5

	Total equity
	
	
	
	
	974.4

	
	
	
	
	
	

	Current liabilities
	
	
	
	
	154

	
	
	
	
	
	
	

	Total equity and liabilities
	
	
	
	
	1,128.4


2.
	Sales Ledger Control

	$
	$

	Bal b/f

Bank – Post-dated cheque

Bank (4900 + 5300)

Suspense
	128,930

4,800

10,200

27
	Profit and loss – Bad debts

Profit and loss – Sales

Suspense

Purchase ledger control

Bal c/f
	5,300

540

2,100

12,000

124,017

	
	
	
	


	Purchases Ledger Control

	$
	$

	P & L – Returns outwards

Sales ledger control

Suspense

Bal c/f
	2,300

12,000

120

132,080
	Bal b/f
	146,500

	
	
	
	


	Statement reconciling the sales ledger balance with sales ledger control balance

	
	$
	
	$

	Sales ledger balance
	
	
	148,158

	Add:
	Debtors understated

Dishonored cheque

Post-dated cheque
	99

10,200

4,800
	
	15,099

	
	
	
	
	163,257

	Less:
	Bad debts

Sales overstated

Returns inwards omitted

Set-off wrongly
	5,300

540

400

33,000
	
	39,240

	Corrected sales ledger control balance
	
	
	124,017


	Statement reconciling the purchases ledger balance with purchases ledger control balance

	
	$
	
	$

	Purchases ledger balance
	
	
	165,200

	Add:
	
	
	
	

	Less:
	Set-off wrongly

Payment omitted
	33,000

120
	
	33,120

	Corrected purchases ledger control balance
	
	
	132,080


	Bank

	$
	$

	Suspense

Bal b/f
	9,000

21,850
	Sales ledger control

Sales ledger control

Bal c/f
	4,800

10,200

15,850

	
	
	
	


	Chris

Bank Reconciliation Statement as at 31 March 2000

	
	$
	
	$

	Balance as per adjusted cash book
	
	
	15,850

	Add:
	Unpresented cheques
	
	
	2,500

	
	
	
	
	18,350

	Less:
	Uncredited deposits

Bank error: Incorrect debit
	26,400

450
	
	26,850

	Balance as per bank statement
	
	
	(8,500)


	Statement of adjusted net profit for the year ended 31 March 2000

	
	$
	
	$

	Net profit before corrections
	
	
	126,000

	Add:
	Motor expenses overstated

Returns outwards omitted

Discounts allowed overstated

Discounts received omitted
	4,000

2,300

2,500

2,500
	
	11,300

	
	
	
	
	137,300

	Less:
	Bad debts

Motor expenses omitted

Sales overstated

Closing stock overstated
	5,300

4,200

540

5,100
	
	15,140

	Adjusted net profit
	
	
	122,160


	Suspense

	$
	$

	Sales ledger control

P & L – Discounts allowed

P & L – Discounts received

Bal b/f
	2,100

2,500

2,500

36,597
	Bank

P & L – Motor expenses

Sales ledger control

Purchases ledger control

Bank
	9,000

4,200

27

120

30,350

	
	
	
	


3.
Weighted-average method,

Goodwill 

= (33000 x 1 + 24000 x 2 + 39000 x 3) / (1 + 2 + 3)

= $33,000

Super-profit method,

Goodwill

= (32000 – 22640) x 3

= $28,080

	Capital

	
	Yuki

$’000
	Kitman

$’000
	Donald

$’000
	Pui

$’000
	
	Yuki

$’000
	Kitman

$’000
	Donald

$’000
	Pui

$’000

	Goodwill
	
	15
	15
	3
	Bal b/f
	250
	150
	150
	

	MV
	13
	
	
	
	Goodwill
	15
	9
	9
	

	Revaluation

- Loss
	5
	3
	3
	
	Current

Bank
	36
	
	
	12

	6% Loan
	50
	
	
	
	MV
	
	
	
	10

	Bank
	233
	
	
	
	
	
	
	
	

	Bal c/f
	
	141
	141
	19
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


Workings:
	Revaluation

	
	
	$
	
	
	$

	Inventory

Motor van
	4,000
7,000
	Capital
- Yuki

- Kitman

Donald
	5,000
3,000

3,000

	
	
	
	


Kitman, Donald and Pui
Statement of financial position as at 1 April 2009

	Non-current assets

Land and building

Office equipment
Motor vans (33 – 7 – 13 + 10)
	$’000
	
	$’000

300
213

23

	Current assets

Inventory

Accounts receivable
	43

35
	
	536

	
	78
	
	

	Current liabilities

Accounts payable

Bank overdraft ( 12 + 250 – 41 – 233)
	21

12
	
	

	
	33
	
	

	Net current assets
	
	
	45

	
	
	
	581

	Capital
Kitman

Donald

Pui
	141

141

19
	
	301

	
	
	
	

	Current
	
	
	

	Kitman

Donald
	40

(60)
	
	(20)

	
	
	
	281

	Non-current liabilities
	
	
	

	6% Loan

10% Bank Loan
	
	
	50

250

	
	
	
	581

	
	
	
	

	
	
	
	


	Profit before interest

6% loan interest
Bank loan interest
	$

3,000

25,000
	
	$

248,000
(28,000)

	Profit after interest
	
	
	220,000

	Share of profit

· Kitman

· Donald

· Pui
	
	
	100,000

100,000

20,000

	
	
	
	220,000


Pui was earning $5,000 more than before.

Pui was better off after becoming a partner.
4.
	Donald
Trading and Profit and Loss Account for the year ended 31 December 2009

	
	
	
	$
	
	$

	Sales
	· Cash sales (W1)

· Credit sales

· Credit card sales
	
	178,480

480,000

670,000
	
	1,328,480

	Less: Cost of goods sold
	
	
	
	

	
	Opening inventory

Purchases
	915,000
	
	75,000
	
	

	
	Less: Stock loss
	85,000
	
	830,000
	
	

	
	905,000
	
	

	
	Less: Closing inventory
	64,800
	
	840,200

	Gross profit
	
	
	488,280

	Decrease in allowance for doubtful debts
	
	
	
	
	6,000

	
	
	
	
	
	494,280

	Less: Expenses
	
	
	
	
	

	
	Administrative expenses

Rent

Promotion and publication expenses

Logistic expenses

Insurance

Provision for compensation

Depreciation – General equipment

Commission
	
	
	90,000

117,600

50,800

25,000

14,400

16,000

56,000

26,800
	
	396,600

	Net profit
	
	
	
	
	97,680


Workings:

W1 = {[840000 – (480000 + 670000)/1.6] x 1.6 x 0.92}

	Accounts receivable

	$
	$

	Bal b/f

Sales
	70,000

480,000
	Bal c/f

Bal b/f

Cash
	80,000

4,800

465,200

	
	
	
	


	Accounts payable

	$
	$

	Bank 

(880000 + 82000 – 36000)

Bal c/f
	926,000
25,000
	Bal b/f

Purchases
	36,000
915,000

	
	
	
	


	Credit Card Company

	$
	$

	Bal b/f

Sales
	48,000

670,000
	Bank

Commission

Bal c/f
	614,400

26,800

76,800

	
	
	
	


	Cash

	$
	$

	Debtors

Sales
	465,200

178,480
	Bank

Drawings
	440,000

203,680

	
	
	
	

	Donald

Statement of financial position as at 31 December 2009

	
	
	
	$
	
	$

	Non-current assets
	
	
	
	
	

	Equipment

Less: Accumulated depreciation
	
	
	
	
	180,000

76,000

	
	
	
	
	
	
	104,000

	Current assets
	
	
	
	
	

	Inventory

Accounts receivable

Less: Allowance for doubtful debts
	80,000

4,000
	
	64,800

76,000
	
	

	Insurance claim

Amount due from credit card company

Prepayments (10000 + 3600)

Rental deposits
	
	
	85,000

76,800

13,600

20,000
	
	

	
	
	
	336,200
	
	

	Less: Current liabilities
	
	
	
	
	

	
	Accounts payable

Provision for compensation

Bank overdraft
	25,000

16,000

319,600
	
	360,600
	
	

	Net current liabilities
	
	
	
	
	(24,400)

	
	
	
	
	
	79,600

	Financed by:
	
	
	
	
	

	Capital
	
	
	
	
	

	Balance as at 1 January 2009

Net profit
	
	197,600

97,680

	Less: Drawings
	
	295,280

215,680

	
	
	
	
	
	79,600


5.
	Machinery

	
	
	$
	
	
	$

	Bal b/f

Bank (97000 + 1500)
	310,000

98,500
	Disposal – Machinery

Bal c/f
	147,000

261,500

	
	
	
	
	
	


	General equipment

	
	
	$
	
	
	$

	Bal b/f
	420,000
	Disposal – General equipment

Bal c/f
	47,800

372,200

	
	
	
	
	
	


	Lorries

	
	
	$
	
	
	$

	Bal b/f

Disposal – Lorries

Bank loan
	228,000

55,000

65,000
	Disposal – Lorries

Bal c/f
	70,000

278,000

	
	
	
	
	
	


	Provision for depreciation – Machinery

	
	
	$
	
	
	$

	Disposal – Machinery

(144000 x 25% + 144000 x 75% x 25% + 3000 x 25%)
	63,750
	Bal b/f

Depreciation

[(261500 – 177650 + 63750) x 25%]
	177,650

36,900

	Bal c/f
	150,800
	
	
	

	
	
	
	
	
	


	Provision for depreciation – General equipment

	
	
	$
	
	
	$

	Disposal – General equipment

(47800 x 0.1 x 4)

Bal c/f
	19,120

172,610
	Bal b/f

Depreciation

[(372200 – 14900) x 0.1]
	156,000

35,730

	
	
	
	
	
	


	Provision for depreciation – Lorries

	
	
	$
	
	
	$

	Disposal – Lorries

(70000 x 0.2 + 70000 x 0.8 x 0.2 + 70000 x 0.8 x 0.8 x 0.2)

Bal c/f
	34,160

120,380
	Bal b/f

Depreciation

[120000 x 0.25 + (158000 – 102000 + 34160) x 0.25]
	102,000

52,540

	
	
	
	
	
	


	Disposal – Machinery

	
	
	$
	
	
	$

	Machinery
	147,000
	Provision for depreciation

Bank

Loss on disposal
	63,750

75,000

8,250

	
	
	
	
	
	


	Disposal – General equipment

	
	
	$
	
	
	$

	General equipment
	47,800
	Provision for depreciation

Bank

Loss on disposal
	19,120

24,000

4,680

	
	
	
	
	
	


	Disposal – Lorries

	
	
	$
	
	
	$

	Lorries

Gain on disposal
	70,000

19,160
	Provision for depreciation

Lorries – Trade in allowance
	34,160

55,000
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